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The purpose of this paper was to investigate the influence of HRM practices on innovation in 
Jordanian service sector, in particular the hotel industry. An electronic questionnaire was sent to 
234 managerial staff in Jordanian hotels working in various departments. Self-reported 
measures on HRM Practices (Training & development and performance appraisal) and 
innovation (process and organizational) constructs, adopted from previous research were used. 
Exploratory factor analysis and regression analysis were used for data analysis. The study found 
that the level of innovativeness among 4 and 5 stars hotels in Jordan were moderate. The 
hypotheses of the present study received full support when HRM practices (Training & 
development and performance appraisal)  were shown to significantly influence innovation (both 
process and organizational) and has an important influence to service innovation in hotel sector 
and much remains to be studied in service innovation area. 
 




1.  Introduction 
 
There is a strong agreement among empirical studies on the importance of services sector for 
global economy. Over the years, service sector is deemed to be the largest and fastest growing 
sector that provides profits for developed countries. For instance, in 2006, service sector 
provided 73 percent of gross domestic product (GDP) and 76.4 % of whole employment in the 
U.S.A; 75 percent of GDP, 80.4 percent of entire employment in the U.K. and 69.6 percent of 
GDP, 66.8 percent of the work force in Japan (Srisuphaolarn, 2007). Similar to developed 
countries, services sector in developing countries have vital and crucial role in the local 
economics. Taking Jordan as an example, in 2010 the Jordanian services sector contribution was 
65.3 % of GDP and 77.4 percent of total labor force compared to manufacturing sector which 
could only generate 30.3 per cent of GDP and only 20 percent of aggregate labor force (Central 
Intelligence Agency (CIA) World Factbook, 2010). 
Such a huge economic activity by the service sector involves countless number of organizations, 
enterprises and firms. Apart of this, tourism industry which becomes one of the increasingly 
developed service sectors (Oke, 2007). Following a statement by United Nations World Tourism 
Organization (UNWTO), tourism has seen a rising growth and more diversified to become one of 
the biggest and fastest growing economic industry in the world over the last six decades. 
Besides, the World Travel and Tourism Council (WTTC) has assessed that tourism industry 
249 
5TH INTERNATIONAL CONFERENCE ON BUSINESS AND ECONOMIC 
RESEARCH (5TH ICBER 2014) PROCEEDING 
24 -25 MARCH 2014. PULLMAN HOTEL, KUCHING,SARAWAK, MALAYSIA 
ISBN: 978-967-5705-13-7. WEBSITE: www.internationalconference.com.my 
 
provided 9.2% of global GDP and 8% of world employment (WTTC, 2010). However, a recent 
study on innovation in tourism carried out by Hjalager (2010) revealed that historically, tourism 
is distinctive in terms of its extraordinary innovation. Besides, the subject of tourism innovation 
has not been included that much in the academic of innovation studies.  Hjalager was viewed as 
a pioneer in the field of tourism innovation. She stated in her study on tourism, environment 
and innovation that there were no researches have been conducted systematically in the scope 
of tourism studies (Hall & Williams 2008; Hjalager, 1996). Conversely, fifteen years later she 
affirmed that there were still a limited number of empirical confirmations on activities of 
innovation and their effects as well as implications for tourism and global economies (Hjalager, 
2010). 
 
Jordan is also a country that experienced the aforementioned scenario. In Jordan's economy, 
tourism sector plays a vital role. Since it is recognized as the largest services export sector, 68 
percent of total receipts of the services account in the balance of payments and the largest 
private sector employer (directly and indirectly). It's contributed about 12.7 % of the Jordan’s 
GDP (Central Bank of Jordan [CBJ], 2009) and 11% of the work force of Jordanians sectors 
(Fischer, Khan, Khemani, Mak, & Najmi, 2009). This sector involves transportation, travel, hotels, 




Hotel sector is selected due to its significance as the basic tourism receptive units and one of the 
important parts of tourism. This study points out that innovation in tourism especially hotel 
industry could provide benefits in several ways. First, the hospitality market suffers from 
homogeneity of offerings and easily substitutable service offerings. This can cause difficulties for 
hotel managers to differentiate an individual hotel from its competitors (Dan Reid & Sandler, 
1992). As an alternative to this challenge, a new and innovative offering may help to 
differentiate one’s hotel from its competitors. Secondly, the accelerations in information 
technology have caused the hotel industry rapidly changing, for example the introduction of on-
line interfaces services. Managers need to be more proactive and customer focused to remain 
competitive and relevant (Olsen & Connolly, 2000). Thirdly, a challenge to identify a truly brand 
loyal hotel guests or travelers. Today, travelers approach hotels that offer the best value for 
money within budgetary constraints. This may require hotel managers and marketers to identify 
services preferred by hotel guest and prioritized those preferences accordingly (Olsen & 
Connolly, 2000). 
 
Therefore, this study tries to fill a gap in existing knowledge of the necessary innovation in 
tourism sector, in particular the hotel industry in Jordan. The purpose of this study was to 
examine the influence of HRM practices (training & development and performance appraisal) on 
service innovations (process and organizational innovation) within the Jordanian service sector 
in general and hotel industry in particular. 
 
 
2.  Human resources management (HRM) practices 
 
As the world is becoming more competitive and unstable than ever before, service sector is 
seeking to gain competitive advantage at all cost and are turning to more innovative sources 
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through HRM practices (Ottenbacher & Harrington , 2007; Ottenbacher, 2007). HRM practices 
have been defined in several aspects. Schuler and Jackson (1987) have defined HRM practices as 
the activities of the organization which are focused mainly at managing the employees and 
make sure that the resources are employed for accomplishing organizational goals. Delery and 
Doty (1996) have defined HRM practices as a set of internally consistent practices and policies 
developed and applied to ensure that employees contribute to the success of their firm 
objectives. Minbaeva (2005) viewed HRM practices as a set of practices used by organization to 
manage human resources through facilitating the development of competencies that are firm 
specific, produce complex social relation and generate organization knowledge to sustain 
competitive advantage. Against this backdrop, we concluded that HRM practices relate to 
specific practices, formal policies, and philosophies that are designed to attract, develop, 
motivate, and retain employees to ensure the effective functioning and survival of the 
organization. 
 
Mondy (2010) has mentioned about the variety of HRM practices exist in any company such as 
staffing i.e. HR planning, recruitment and selection; compensation i.e. indirect and direct 
financial compensation and nonfinancial compensation; HR development i.e. training, 
development and career planning and development; employee and labor relations; and safety 
and health. However, the current research focuses on two HRM practices namely training & 
development and performance appraisal. A various number of HRM practices have been used in 
previous researches but Boselie et al. (2005) have identified in their analysis of 104 empirical 
researches at the HRM-performance relationship, that these two HRM practices were the most 
frequently used in empirical HRM study. Furthermore, as indicated in a number of studies on 
innovation (Kydd & Oppenhei, 1990; Gupta & Singhal, 1993; Shipton, Fay, West, Patterson, & 
Birdi, 2005; Jimenez-Jimenez & Sanz-Valle, 2005), it was agreed that these two HRM practices 
were mostly used with innovation studies. Thus, one reason for focusing on the same two 
practices in this research was that it enables comparison with the past studies. In addition, 
based on the “best practices” perspective, it would be appropriate for this research to explore 
whether these two HRM practices which were used extensively previously in the studies of 





2.1  Training & development 
 
Mondy and Noe (2005) has defined training & development “as an official activities that carried 
out by an organization to assist employees to obtain the skills knowledge and abilities which 
required to perform existing or future works”. Generally, training and development functions 
are used to assist employees continue to build positive contributions in the form of high 
performance by acquiring new knowledge, skills and abilities (Ivancevich, 2001; Berge, De 
Verneil, Berge, Davis & Smith, 2002). Furthermore, training and development have long been 
regarded as one of the essential part of human resources management for several leading 
companies such as Motorola, Microsoft and Dell (Mathis & Jackson, 2004). This is because 
training and development practices such as counseling, coaching mentoring, and on-the-job 
training can help firm to build a group of competent, motivated and committed staffs who have 
the ability to increase and sustain firm’s competencies in the global economy. For the purpose 
of integrating employees as efficient and successful members in an organization, sufficient 
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training and development programs are required for them. Research implemented by Burke and 
Mckeen (1994), Burke et al. (1998), Armstrong-Stassen and Cameron (2005) have showed that 
employees' feeling of achievement is effected by the perception that their company is making 
an effort to provide sufficient training and development programs for them. From the 
employees' point of view, training and development is an important instrument for them to get 
valuable support, knowledge, skills and abilities that may improve their employability and 
position in an organization. Therefore, sufficient training and development activities play a 
significant role in staffs’ future job success. As a result, this study defined training and 
development as the employees' perception towards the availability and adequacy of 





2.2  Performance Appraisal  
 
Performance appraisal is a “function conducted to identify, measure, assess, develop, motivate 
and reward staffs for their performance” (Poon, 2004; Mathis & Jackson, 2004; Mondy & Noe, 
2005). Particularly, performance appraisal is “the process of assessing how employees do their 
work effectively compared with a set of standards or firm expectations” (Mondy et al., 2002).   
Performance appraisal is not just a useful approach to evaluate staff work performance, but it 
can as well be used to improve and motivate staff (Anthony et al., 2002). By performance 
appraisal function, employees may become aware of their performance level and understand 
their weaknesses through valuable feedback or assistance from top management to obtain the 
essential steps for increasing their performance. Thus, performance appraisal should be 
conducted from time to time for the purpose of human resources development. The outcomes 
of performance appraisal may well help top management to make a decision about 
compensation allocations, recognition awards, promotions, transfers, terminations, and training 
opportunities that can effect staff satisfaction and opportunities for career advancement. The 
majority of the companies agreed that performance appraisal is a useful instrument that can 
assist the organization to determine the potential in employees and as well to assess staff 
performance, which is essential towards successful of the organization's (Mondy, et al., 2002; 
Lau, Wong & Eggleton, 2008). Accordingly, this study defined performance appraisal as the 
employees' perception towards the evaluation methods and the criteria employed by the 
organization to identify and evaluate employees' job performance. 
 
 
3.  Innovation and services innovation definition. 
 
Organizations look for innovation for different motivations and reasons. The main drives are 
development and strengthen their competitive advantage. Different definitions of innovation 
were found in the previous studies. Innovation has been consistently defined as the adoption of 
an idea or behavior that is new to the organization (Daft & Becker, 1978; Damanpour, 1988; 
Zaltman, Duncan, & Holbek, 1973; Zammuto & O'Connor, 1992). Hislop (2005) “Described 
innovation as design, adjustment or transformation of an organization processes, services, 
product, or structures.”  Another definition by OECD (2005) “Innovation happens when the 
organization introduces a new or radically enhanced process, product/service, or organizational 
method”.  
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In service organizations the definition of innovation is more difficult than it is for manufacturing 
(Berry et al., 2006). The majority of definitions differentiate between “process” and “product” 
innovation for both industries service and manufacturing (Tether et al., 2002). Nevertheless, 
while the difference between ‘product’ and ‘process’ is suitable for manufacturing, it is less 
beneficial with services. This is because the feature of innovation in services is more complex 
than a simple differentiates into “process” and “product” innovation (Camacho & Rodríguez, 
2008:461). This is because the consumption and production of services happen simultaneously, 
however the ‘product’ is basically the same to the ‘process’ (Tether, 2005: 154). Nevertheless, in 
the previous studies there are several attempts for defining innovation in service. For instant, 
Van Ark et al. (2003) defined service innovation as “A new or considerably changed service idea, 
client relations channel, service delivery method or technological perception that individually, 
but most probable in combination, directs to one or more (re)new(ed) service activities that are 
new to the firm and do change the services/goods offered on the market and do require 
structurally-new technological, human or organizational capabilities of the service organization.”  
Another definition by Schneider (1999) and which is considered appropriate to this study “the 
outcome of a change process (the product) or a process itself with products that are 
characterized by a high level of intangibility / immateriality, which required synchronous 
communication between provider and customer, the combination of an external factor in 
integration with the heterogeneity because of a high degree of individual input. The focus thus 
is sited on the operation's internal part. Based on that, innovation things can be new services 
(product innovation), changes on the development of services process (process innovation) in 
addition changes in the services organization (organizational innovation)." 
 
3.1  Types of Innovation 
 
With an array of classifications, models, frameworks, and definitions of types of innovation, it 
becomes difficult for understanding. Regarding to this issue, it is important to categorize 
innovations based on several criteria such as: tangibility technical characteristics, organizational 
domain and the level of innovative progress. However, as mentioned earlier in this section, the 
methodology classifies certain types of innovation based on the area of expertise of the 
company, while taking into consideration other standards as the traits of this primary 
organization. 
    
Hipp et al. (2000) mentioned about three different types of innovations which were: firstly, 
service or product innovations, which comprise innovation in the service provided through of 
promoting a new or mainly enhanced services; second type was process innovations, which 
contains of a new and improve the process of the ways of work in which a certain service is 
created; and finally, the third type of Hipp’s classification was organizational innovation, which is 
not intended for a particular service creation process but also includes a significant development 
in whole structures or processes of the organization.  Tether and Tajar (2008) also classified 
innovation into three types namely: product-research mode of innovation which refers to the 
activities that focused on the new products or services improvement, which can be associated 
with service innovation; process-technologies mode of innovation which represents the 
activities that focused on the process of developing new product, and therefore can be related 
to process innovation and organizational-cooperation mode of innovation which refers to the 
activities that related to organizational change and thus related to organizational innovation. 
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Another classification about innovation types was done by UNESCO Association for Statistics, 
2005, mentions in the following: 1- Product innovation: “introduction of a good or service that is 
new or significantly improved with respect to its characteristics or intended uses. This includes 
significant improvements in technical specifications, components and materials, incorporated 
software, user friendliness or other functional characteristics”. 2- Process innovation: 
“implementation of a new or significantly improved production or delivery method. This 
includes significant changes in techniques, equipment and/or software”. 3- Marketing 
innovation: “implementation of a new marketing method involving significant changes in 
product design or packaging, product placement, product promotion or pricing”. 4- 
Organizational innovation: “implementation of a new organizational method in the firm’s 
business practices, workplace organization or external relations”.  
 
To sum up, previous studies attempted to differentiate among the different types of service 
innovation and on other new services with varying degrees of innovativeness. On the basis of 
these researches, this study deduces the idea that there are three types of innovations in service 
companies, which are product innovation (forming new ideas) or the forming of something 
entirely fresh and new that it portrays the changes made in the end service or product 
introduced by the firm (Utterback, 1994); process innovation which is basically relate to the 
modifications in the method firms produce end products or services through the diffusion or 
implementation of an innovation developed somewhere else (Utterback, 1994); and 
organizational innovation which is related to the “application of new or improved changes in the 
management of organizations or structure with the aim of enhancing the organizations quality 





4.  The Relationship between HRM Practices and Innovation 
 
The fundamental role of HRM practices on influencing innovation level in organization has been 
indicated by number of previous studies (Shipton, et al., 2006; Veenendaal, et al., 2009). These 
studies have focused on the idea that implementing innovation will not happen without human 
resources, and their knowledge, skills and abilities (Jiménez-Jiménez & Sanz-Valle, 2008). 
Therefore, it can be said that employees in the organization are the primary reason behind 
successful innovation (Becker & Matthews, 2008). However, in order to motivate employees to 
innovate, organizations should apply and develop HRM practices in a way that can stimulate 
innovation. 
 
Lately, HRM - innovation relationship has been investigated in many perspectives. One view 
believes that HRM practices have positive impact on innovation directly and indirectly 
(Jørgensen, Becker, & Matthews, 2009). The whole innovation process comprises of HRM 
practices (Galbraith, 1984). The first reason is due to the innovative capability of a firm that is 
explained in terms of intelligence, inspiration and inventiveness of its employees (Mumford, 
2000; Gupta & Singhal, 1993). Meanwhile, second reason being that in order to develop and 
carry out innovation, HRM’s implication and support are required. Accordingly, these HRM 
practices are also needed: can identify, develop, assess, and reward the work behavior that is 
match with the organization innovation aims (Martell & Carroll, 1995). 
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Several empirical studies in HRM focus on the impact of HRM practices on innovation. Hashim, 
Ali and Fawzi (2005) investigated the innovation activities of SMEs and its relations with HRM 
practices. The results showed a strongly and positive relationship. In other study done by 
analyzing a number of 185 hospitality innovations in Germany, Ottenbacher (2007) recognized 
12 determinants of successful hospitality innovation. He established the fact that different 
objectives for hospitality innovations necessitate a different approach in order to attain 
innovation success. These are the chief elements for success: “understanding and responding to 
the market and well-planned”, “employee-driven development process”. Additionally, he 
further explained that success of innovation is strongly relied on an excellent HRM practices. 
Tangible qualities and feature of innovations in hospitality are also closely related. Specific sub-
segments will also help to achieve innovation success: quick service restaurants or culinary 
innovation processes (Ottenbacher & Harrington, 2009). 
 
In a more recent study, Chang, Gong and Shum (2011) examine the role of HRM practices 
(selection and training) in promoting radical and incremental innovation for hotels industry in 
China. The results obtained from 196 independent hotels have shown a significant and positive 
effect on incremental and radical innovation. De Leede and Looise (2005) and Jørgensen et al. 
(2008) have discussed on a specific HRM practices that may affect different types of innovation. 
For instance, Walsworth and Verma (2007) indicated that training and development seems to 
have a positive effect on both process and product innovations.   In the same vein, Walsworth 
and Verma (2007) stated that positive connection exists between employee training and 
organizational innovation. Meanwhile, Rammer, Czarnitzki and Spielkamp (2009) established 
that in order to accommodate for innovation processes, HRM tools such as training should be 
applied. 
 
In terms of performance appraisal, Tan and Nasrudin (2011) have found a positive relation 
between performance appraisal and innovation.  They indicated in their research that 
commitment and satisfaction of the employees have increased by using performance appraisal, 
because performance appraisal provide a chance for employees to discuss about their work 
performance and giving the right feedback to improve. This, in turn, will lead them to perform 
greater by increase their innovative thinking which may affect positively on the level of 
innovation in the whole organization. Another study conducted by Lopez-Cabrales, Perez-Luno, 
and Valle Cabrera (2009) found similar result on the relationship between performance 
appraisal and innovation. 
 
Following the above-mentioned review, it seems that HRM practices play an important role to 
encourage and motivate staffs to be innovative. Based on this arguments which have been 
discussed by previous studies (Foss 2003; Kydd & Oppeneheim,1990; Laursen & Shipton et al., 
2005; Jiménez-Jiménez & Sanz-Valle, 2005), this research expect that certain HRM practices such 
as (training & development and performance appraisal) positively related to innovation (process 
and organization innovation). Hence, the following hypotheses were formulated: 
 
 
H1. HRM practices have a positive influence on innovation. 
 
H1.a HRM practices (training & development and performance appraisal) have a positive 
influence on process innovation. 
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H1.b HRM practices (training & development and performance appraisal) have a 
positive influence on organizational innovation.  
 
 
5.  Conceptual Model of the Study 
 
Based on the resource-based view (RBV), authors such as Wernerfelt (1984) and Barney (1991) 
proposed that the crucial research question concerns what kinds of corporate resources lead to 
sustainable competitive advantages. Following these arguments, the types of knowledge, skills 
and abilities (KSA) of employees have been considered key resources for the improvement of 
existing products and services or for the generation of new ones (innovations), which by 
extension help to achieve competitive advantages (Donnellon, 1996; Jackson, 1992; Nonaka & 
Takeuchi, 1995; Thompson, 2003). In addition, it is argued that there must be coherence 
between an organization’s human resources management (HRM) practices and the strategies 
that it adopts, and this requirement would also be applicable to an innovation strategy (Balkin et 
al., 2000; Gupta & Singhal, 1993; Kang et al., 2007; Laursen 2002; López-Cabrales et al., 2006; 
Schuler & Jackson, 1987). Therefore, based on RBV theory the theoretical base of the study 
framed the conceptual model to be comprised of HRM practices (training & development and 
performance appraisal) to be the independent variable. The dependent variable is the two 





                     Figure 1: Conceptual model of the study 
 
 
6.  Methodology 
 
6.1  Sample and procedure  
 
An electronic questionnaire was sent to 234 managerial staff in Jordanian hotels working in 
various departments (11 departments) namely: Food & Beverage, Rooms services, Finance, 
Accounting, Sales & Marketing, Security, IT, Public Relations, Engineering department, 
Purchasing and Customer Service departments. The response rate achieved was 98.7 percent or 
231 responses which were considered very good using electronic survey. Departmental 
managers participated in this study came from four and five star hotels. 52.4 percent (121) were 
from 5 star hotels and 48 percent (110) were from 4 star hotels. In terms of total years of 
experience in hotel industry, the result indicated that most of the respondents had experiences 
from 4 to 6 years which (39.0 percent), 29.9 percent had experienced from 7 to 9 years, 20 
percent had experienced from 10 to 12 years. The remaining made up the rest. Regarding 
experience working in the current hotel, most of respondents had experiences in current hotel 
256 
5TH INTERNATIONAL CONFERENCE ON BUSINESS AND ECONOMIC 
RESEARCH (5TH ICBER 2014) PROCEEDING 
24 -25 MARCH 2014. PULLMAN HOTEL, KUCHING,SARAWAK, MALAYSIA 
ISBN: 978-967-5705-13-7. WEBSITE: www.internationalconference.com.my 
 
from 1 to 3 years (Frequency=110, 47.6%), followed by respondents who had experienced 4 to 6 
years which were 44.6 and the remaining had experienced 7 to 9 years in the current hotel. 
 
 
6.2  Measures  
 
Measures were originally developed in English. Items were measured on a 5-point Likert 
response scale ranging from 1 (strongly disagree) to 5 (strongly agree). HRM practices: HRM 
practices was measured using Singh (2004) & Qureshi, Ramay, & Marwat, (2006) 15-item scale 
(8 items relating to training & development, 7 items measuring performance appraisal). A 
sample items are “Training needs identified are realistic, useful and based on the business 
strategy of the organization” and “Appraisal system has a strong influence on individual and 
team behavior”. The items were anchored on a continuum from 1 (strongly disagree) to 5 
(strongly agree). Cronbach alpha were 0.82 for the training & development scale and 0.77 for 
performance appraisal scale.  
 
Process innovation (PI): process innovation refers to changes in the method organizations 
produce end services or products. Process innovation was measured using 4-items adopted 
from Deshpande et al. (1993). A sample item is “Our hotel members regularly develop new 
methods of improving products and operating processes.” The items were anchored on a 
continuum from 1= worst in the industry to 5= best in the industry. Cronbach alpha was 0.81 for 
the scale. 
  
Organizational innovation (OI): Organizational innovation was measured using 24 items adopted 
from the scale developed by Gallouj and Weinstein (1997). Organizational innovation in this 
study refers to the implementation of new or improved changes in the company‘s management 
or structure with the intention of improving the company‘s quality of goods and services, use of 
knowledge and the efficiency of work). A sample item is “Our hotel regularly examines and 
improves rules and operating processes.”The items were anchored on a continuum from 1= 
worst in the industry to 5= best in the industry. Cronbach alpha was 0.85 for the scale. 
 
7. Analyses and Results  
7.1  Exploratory Factor Analysis 
 
We performed exploratory factor analysis (EFA) for HRM practices (multi-dimensions variable) 
and innovation (multi-dimensions variable) to identify the underlying factors. Linear regressions 
analyses were used to test our hypothesis, after the major assumption of the regression 
analyses i.e. outliers, normality, linearity, homoscedasticity, multicollinearity, and independence 
of errors (Coakes, 2005), were met. The following presents the results of the study. 
 
The result of factor analysis for 15-item of HRM practices dimensions using principal component 
with varimax rotation is shown in Table 1. Since all items with communalities less than 0.50 (4 
items) have been removed from the analysis, the Rotated Component Matrix table was 
examined to identify items with loadings of less than 0.40 on any factor or with loadings greater 
than 0.40 on more than one factor to drop from consequent analysis (Hair, et al., 2006). Rotated 
component matrix showed that 8-items have cross-loading values and need to drop. Table 1 
show that the exploratory factor analysis for HRM practices appeared to be two dimensions 
which were represented by 4 items for training & development and 3 items for performance 
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appraisal. Factor loadings for training & development and performance appraisal items ranged 





Results of Factor Analysis on HRM Practices 
 
Items      Factor 1  Factor 2 
  
 Training & Development 
Training needs identified are realistic, useful and   .829  .077 
based on the business strategy of the organization  
  The compensation for all employees is directly linked   .791  .258 
to his/her performance 
  The objectives of appraisal system are clear to all   .762  .252 
  employees 
  In our organization, compensation is decided on the basis  .706  .327 
of competence or ability of the employee 
 
Performance Appraisal 
Appraisal system has a strong influence on individual  .183  .812 
and team behavior 
In our department, line managers and HR managers   .189  .810 
participate in selection 
There are formal training programs to teach new employees  .277  .757 
the skills they need to perform their jobs 
 
  
Eigenvalue       2.538  2.132 
Variance explained      36.26  30.45  
The Kaiser-Meyer-Olkin MSA   .824  





Twenty-eight (28) items were used to measure two dimensions of innovation; 4 items relating to 
process innovation and 24 items measuring the organizational innovation. The results of 
Principal component with varimax rotation are represented in Table 2. After checking for cross-
loadings and communalities of the items, organizational innovation items that left for further 
analysis are 4 and process innovation items remained unchanged and were considered for 
further analysis. The number of dropped items is acceptable since innovation scale items were 
adapted from previous researchers, all of which were developed outside Jordan which could 
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Table 2.  
Results of Factor Analysis on Innovation (Organizational and Process Innovation)  
 
Items       Factor 1  Factor 2 
  
Organizational Innovation 
Our hotel usually has activity that improves the interaction 
between cross-department employees     .886  .047 
Our organization is strongly interested in change   .815  .201 
Our hotel regularly examines and improves rules and   .768  .375 
Operating processes 




Our hotel members regularly develop new methods  .059  .820 
of improving product and operating  processes 
Our hotel has quick speed for developing new project  .157  .793 
The speed with which we adopt the latest technological  .266  .755 
innovations in our processes 
Our hotel strives to listen to employees and respond to   .284  .730 
their suggestions 
  
Eigenvalue       2.774  2.630 
Variance explained      34.677  32.877  
The Kaiser-Meyer-Olkin MSA   .815  






8.  Descriptive Statistics and Pearson Correlations  
 
Means, Standard deviations, and Pearson correlations among the study variables are presented 
in Table 3. There was a strong positive relationship between HRM Practices (training& 
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Table 3. 
Descriptive statistics and Pearson Correlations  
 




      
1- Training and 
development  
3.331  0.554   0.518(**)  0.529(**)  0.540(**)  
2- Performance 
appraisal  
3.448  0.569            0.594(**)  0.571(**)  
        
 Innovation              
3- Process 
innovation  
3.466  0.588              
4- Organizational 
innovation  
3.333  0.5845      
  
**Correlation is significant at the 0.01 level (2-tailed) p≤ 0.01. 
 
 
9.1 Multiple Linear Regression  
 
The first regression analysis was carried out to determine the relationship between HRM 
practices and process innovation. The result of the regression analysis for process innovation is 
provided in Table 4. The R square value indicated that 41.9 % of variance in process innovation 
can be explained by HRM practices (R2 = 0. 419; F=82.370; p<0.001). The regression result also 
showed that the individual variables of HRM practices which are training & development (β = 




MRA Result between HRM practices and process innovation 
Note: *p < 0. 05; **p < 0.01; ***p < 0.001 
Dependent variable: process innovation 
The second regression analysis was carried out to determine the relationship between HRM 
practices and organizational innovation. The result of the regression analysis for organizational 
innovation is provided in Table 5. The R square value indicated that 40.8 % of variance in 
organizational innovation can be explained by HRM practices (R2 = 0.408; F=78.512; p<0.001). 
HRM Practices Beta t-test Sig Result 
Training & Development 0.302** 5.124 0.000         H1. a – Fully Supported 
Performance Appraisal 0.437** 7.406 0.000  
     
R  Square  0.419   
Adjusted  R   Square  0.414   
F Value  82.370   
Sig. F   0.000***   
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The regression result also showed that the individual variables of HRM practices which are 
training & development (β = 0.334, p<0.01) and performance appraisal (β = 0.398, p<0.01) are 
significant determinants for organizational innovation. 
 
  
 Table 5. 
 MRA Result between HRM practices and organizational innovation 
 
HRM Practices Beta t-test Sig Result 
Training& 
Development 




.398** 6.686 .000  
     
R  Square  0.408   
Adjusted  R   Square  0.403   
F Value  78.512   
Sig. F   0.000***   
Note: *p < 0. 05; **p < 0.01; ***p < 0.001 
Dependent variable: organizational innovation 
 
 
9.  Discussion and Conclusion  
 
This study sought to investigate the influence of HRM practices on innovation in service sector, 
more specifically the hotel industry in Jordan. Two types of innovation were identified i.e. 
process and organizational innovation. The result of the study found that process and 
organizational innovation are the most appropriate for service innovation. The probable reason 
for such result could due to the characteristics of service products mentioned earlier make the 
innovation in service firms different in its fundamental features and elements from others 
industry. Thus, process and organizational innovation are considered more related to this kind 
of characteristics. 
 
The results of the descriptive statistics demonstrated that the hotels sector in Jordan adopted 
HRM practices and innovation at a moderate level (The mean values between 2.00 and less than 
3.50 was categorized as “moderate”, Abd Majid & McCaffer, 1997). Training and development 
as a HRM practice contributed significantly towards explaining the two types of innovation: 
process and organizational innovation.  Our sample comprised of service companies in Jordan 
more particularly Hotel industry. As argued by Laursen and Foss (2003), through training, 
employees are able to expand their breadth of knowledge, and generate new understandings 
and new ideas, all of which will be able to stimulate innovation.  Likewise, our findings also 
showed that performance appraisal positively related to innovation. Effective performance 
appraisal would serve as a guide in molding and motivating employees to maximize their efforts 
towards the achievement of the organization’s goals. Setting performance criteria and giving 
employees opportunities for feedback would likely improve the administrative mechanisms in 
the organizations, thereby promoting innovation.  
 
Our findings suggest that since training & development had a profound effect on service 
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innovation, service firms in Jordan should strive to continuously provide proper and extensive 
training & development to their employees. The knowledge and skills acquire via training & 
development would increase employees' task performance and create new ideas which in turn, 
help enhance process and organizational innovation respectively. Similarly, given the positive 
impact of performance appraisal on process and organizational innovation, managers in service 
firms should place more emphasis on developing effective performance appraisal mechanisms. 
In this regard, HR managers should focus on quantifiable criteria, give weight to individuals as 
well as team, encourage employee participation, and create open communication, all of which 
would lead to superior process and organizational innovation. However, our study have served 
to provide empirical evidence for the importance of HRM particularly training & development 
and performance appraisal in predicting the two forms of innovation (process and 
organizational innovation) within the context of Jordanian service sector.  
 
Notwithstanding the merit of this study, several limitations should be noted.  First, this study is 
limited to the hotel industry alone. Hence, our results may be specific to the context of this 
industry. Future research should be extended to other service industry in order to compare and 
generalize the results stated here. Second, more variables and antecedents might be inserted 
into the research framework. Furthermore future work should possibly extend the analysis in 
other primary ways: such as, employing a moderator variable such as leadership style or 
organizational culture; to include other dimensions of innovation measurement such as 
marketing innovation and innovation performance; and to consider mediator variables such as 
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